The DRAM Market and the

Limited Role of Subject Imports

Hynix Presentation to I'TC
in Inv. 701-TA-431 (Final)

June 24, 2003

WILLKIE FARR & GALLAGHER




< NV p£:8 £00T/¥T/90 1°01¢€8

tHEOVTIVE) R UV HIMTHA

Anlur Jo jeary) «
SISA[eUR UOIIBSNBD <«
Anlur juarumd «
:SIsA[eue D I] 9y} JOJ SANI[eal JoyIew 3say) Jo suonedrduy =
‘sxa1pddns

guowe 3s00yd s1awolIsnd Moy pue ‘gurdtid [eqo[3 Jo J[o1
) IYIew ‘S Y} ur sorwreuAp 3urorid o1j10ads uo sjudwwio) m

"UOQUIJU] pue UOIDIA AQ paIougI AJ931e| s10108] Auew SUIpN[oul
‘Yo rew ANV Y AY) QALIP JBY) $92I0J JOPBOIJ AY) UO SJUIWWO) =

UOYDIUISAL JO MILAL2A()



-¢ WV v£:8 £00T/¥T/90 1'01ee8l

HATIOVTIVE) R MUV HIMTTHIA

"PAISPISUOD 9q Isnw pue ‘syrodwt 109[qns

yremp suodur 10a[qns-uoN spoduit 12a2lgns-uou a.10u31 JOUUD))

-K1ddns 1eqo13 10U ‘sprodwur J0alqns uo

$asNo0J aymieIs Ay ], spoduar 32algns fo 12affa ayy ynoqn s1 asvI Y |

-porrad sty ur Surotid 1noqe JUSIJIP sem jeym ure[dxa 19199 SYO0YS
puewd(q ‘[eonto si puewd(q ‘Ajddns Kquo ssaays 0y SUOIM ST UOLIIJA m

'SOIBIS PAIIU() Ay} Ul pue A[[eqo[3 yloq a1eys 1so[ sey XIuAH o[Iym
‘reys joyIew paured pue d1ow juads dAey SIOYIQ "PoLIad Ay} J9AO0
pogueyd 9[01 S XTUAH SBY MOY SI ansST A3 Y], ‘awtl} 4240 SISUDY))

‘s1otpddns NV Y 19YI0 pue ‘9[0Ad ssauisng 3Y) JO JX)U0D
aY) UI PO0}SIopun 2q AJUO ued XIUAH JO S[OI Y], [DINLLD 51 ]XIJUO))

SauaY) LY



HAHDVTIVE) R WUV HINTHA

*OU] J01ONPUOIIWAS XIUAH
SUNINIRIA 9PIA PIIOAA JO JUIPISAI DIA
IZLIqe ], peyreq

PYIDN WV 2Y.L



DRAM market — key points

m Boom-bust cycles have always been a feature of the DRAM market,
and are quite normal.

m DRAM market is a global market for both suppliers and users.

m Pricing depends on supply-demand balance, and does not depend
primarily on supply factors alone.

m DRAMSs from various suppliers are interchangeable.

Everyone in the industry agrees on these basic features
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Everyone recognizes these extreme cycles

Comparison of Past IC
Industry Cycles

Cycle Upturn
Duration

AYears
1584- 1786

3 Yeors
1973-1995

2 Year
| 783-1984

3 Yean
1978-197080

1 Year
1#71-1973

2 Years
179%-2000

/| Unlike previous
, /| cycles, customer
4 Yaars 2 Ywan | Year 4 Years 3 Ymars 2 Years '
1974-1977 1981-1782 1985 19891992 19%4-19%8 2001-7 S demf‘“d .
Wi Recession & W Inverdony L Invertory & Inventory & Inventory, ;’ speclfica“y cited
Ovarcapaciy Aecession Overcopacity Overcopaocity Overcopacity Owvercapacily, 5
& Over- Customer as a factor in the
capacity Demand most recent
Cycle Downturn trough.
Duration & Causeg
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Source: Micron Comdex Presentation, Nov. 2002, relying on IC Insights analywil LKII
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Prices have always been consistent

Prices of Generations of DRAMs

——— 16MB 64MB —e  128MB — 256MB
+— North America Europe = = = = Asia
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Source: ICIS-LOR Spot Prices.
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Prices are consistent on global basis

128 Mb World DRAM Prices During Period

$/Chip
=——@— North America=— Europe —— e Asit

$20.00

$18.00 |

$16.00 -

$14.00

$12.00 |

$10.00 ¢

$8.00

$6.00 | ——

$4.00 | -

$2.00 | -
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Source: ICIS-LOR 128MB Synch PC133 Spot Prices.
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Micron has shifted to overseas markets

International Customer Base
1997 vs. 2002 YTD - R

;..'?
or
;a
& US Marketing/sates 4 Intl Sates Offices @ Ionl. Marketing Offices @ Design Facitities 8§ Manafacturia g Facilitres
January, 2003 8 C‘N ,
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Derived demand for DRAM:s fell sharply

Derived demand: Computers and peripherals, and telecommunications shipments

11,000

-4 =—©— Conputers and Peripherals Value of Shipments

9,000

~—— Telecommunications Value of Shipments

7,000 F-NgL 7
6,000

5,000

4000 |-

Value of Shipments (millions of dollars)

3,000

1/2000 7/2000 172001 72001 172002 72002 172003
Month/Year

U.S. Census Bureau. Period: January 2000 through April 2003.
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Growth rate of the derived demand

Growth Rate: Computers and peripherals, and telecommunications shipments

30%

O US. Value of Shipments: Computers &P eripherals
20%

B US. Value of Shipments: Telecom Equipment
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U.S. Census Bureau. Period: January 2000 through April 2003.
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PC shipments and DRAM Revenue Change

PC shipments fell in 2001 for the first time
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Micron admits that demand matters

m Micron’s brief argues that the DRAM market is supply driven,
and downplays the role of demand.

m This defies common sense. And Micron CEO Steve Appleton
has acknowledged the role of demand:

“We have had a fundamental shift I think in the demand
profile. As you know, it historically ran at 75 percent and
whole world is now talking about 50 percent at least in the last
year and this year.” Micron Conference Call, June 18, 2003.
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Thus, understanding demand is crucial

= Demand drivers — computers and IT spending — both collapsed
during this period, and thus kept demand for DRAMs weak relative
to historical patterns.

m Micron itself has characterized these declines as a “fundamental
shift” in the demand profile.

This weak demand had nothing to do with Hynix
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Supply is also an Important Factor
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Worldwide DRAM Market Share

Megabyte Shipments
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